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Highlights 


Credit  unions  are  cooperatives  designed  to 
encourage  thrift  and  savings  and  provide  a 
lending  service  to  members.  The  rural  credit 
unions  of  Indiana  are  sponsored  by,  and  serve 
the  members  of,  local  Farm  Bureau  coopera- 
tives. Some  were  organized  as  early  as  1932. 

The  14  rural  credit  unions  in  southern 
Indiana  covered  in  this  report  had  a  total 
of  4,600  members,  almost  $1  million  in  mem- 
ber savings,  and  $850,000  in  loans  outstanding 
as  of  December  31,  1960.  The  average  saving 
per  member  was  $331  and  the  average  loans 
outstanding,  $1,054. 

These  credit  unions  make  loans  to  meet  a 
variety  of  farm  and  home  needs.  In  the  14 
southern  Indiana  counties  having  rural  credit 
unions,  these  associations  serve  approxi- 
mately 1  farmer  of  every  5  and  have  con- 
siderable potential  for  growth  and  increased 
member  service. 

The  credit  unions  studied  raised  substan- 
tially all  their  lending  capital  from  members. 
Some  carried  surplus  funds  much  of  the  time. 

They  used  various  methods  to  raise  capital, 
such  as:  (1)  Getting  members  to  invest  the 
equivalent  of  a  load  of  grain  at  harvesttime 
in  their  rural  credit  union;  (2)  investing  coop- 
erative or  credit  union  dividends;  (3)  making 
deductions  from  milk  checks  or  salary 
checks;    (4)  conducting    special    fund-raising 


drives;  and  (5)  some  solicited  organizational 
accounts  and  family  accounts. 

Many  provided  group  life  insurance  cover- 
age on  member  savings  to  encourage  thrift,, 
Dividends  were  paid  on  member  savings. 

In  one  typical  southern  Indiana  credit  union, 
savings  per  member  ranged  from  a  low  of 
$12  each  for  a  majority  of  the  members  to 
a  high  of  $1,786  per  member  for  the  top  3 
percent.  In  another,  estimated  savings  for 
the  top  9  percent  of  members  amounted  to 
$2,400  each.  An  important  phase  of  all  credit 
union  programs  is  to  help  members  under- 
stand the  importance  of  saving  money  con- 
sistently over  a  period  of  time. 

As  of  May  31,  1961,  six  rural  credit  unions 
of  the  southern  group  had  $605,000  in  loans 
outstanding.  The  major  classes  of  loans  were 
as  'follows:  Farm  supplies  36  percent,  farm 
machinery  21  percent,  livestock  5  percent, 
automobiles  9  percent,  home  and  family  needs 
9  percent,  and  loans  to  sponsoring  coopera- 
tives 2  percent.  Many  of  the  loans  were  made 
to  finance  purchases  from  the  local  coopera- 
tive. 

The  rural  credit  unions  of  southern  Indiana 
are  closely  affiliated  with  sponsoring  coop- 
eratives. They  serve  only  cooperative  mem- 
bers. One  of  the  reasons  for  organizing  these 
rural  credit  unions  was  to  help  provide  fi- 
nancing for  purchases  from   the  local  farm 


iii 


supply  cooperative  and  also  to  help  farmers 
keep  overall  farm  financing  on  a  sounder 
basis. 

Findings  of  this  study  suggest  that  rural 
credit  unions  in  southern  Indiana,  in  order 
to  better  serve  their  members  should: 


3.  Place  greater  emphasis  on  training  for 
directors,  committee  members,  and 
employees. 

4.  Further  develop  member  education  and 
information  programs. 

5.  Plan  programs  for  better  service. 


1.  Examine  and  re- evaluate  operations  to 
make  certain  they  are  in  accordance 
with  basic  credit  union  objectives. 

2.  Review  performance  and  take  steps  to 
improve  operating  efficiency. 


Credit  unions  cannot  be  expected  to  meet 
all  needs  for  credit  in  rural  areas,  but  they 
can  provide  part  of  it.  Experience  has  shown 
that  rural  credit  unions  are  capable  of  con- 
tributing effectively  to  the  economic  better- 
ment of  rural  communities. 


IV 


Rural  Credit  Unions 
In  Southern  Indiana 


by  Arthur  H.Pursell 

This  report  examines  the  development  and 
organization  of  14  credit  unions  in  southern 
Indiana.  It  analyzes  strong  and  weak  points  in 
their  operation  and  suggests  ways  to  improve 
their  business  performance.  It  supplements 
an  earlier  study,  Rural  Credit  Unions  in 
Indiana,  published :  by  Farmer  Cooperative 
Service  in  1958.1  That  study  gave  special 
emphasis  to  credit  unions  operating  in  the 
northern  part  of  the  State. 


Data  for  this  study  were  secured  by  per- 
sonal interviews,  with  officials  of  seven  of 
the  southern  rural  credit  unions  and  their 
sponsoring  cooperatives.  Information  on  the 
remaining  ones  was  obtained  from  records 
supplied  by  the  Cooperative  Financial  Asso- 
ciation— an  association  of  Indiana  rural  credit 
unions  affiliated  with  members'  locals  of  the 
Indiana  Farm  Bureau  Cooperative  Associa- 
tion. 


Agricultural  Conditions  and  Farm  Practices 


While  credit  union  growth  and  overall  ef- 
fectiveness depend  on  a  number  of  factors 
such  as  leadership  and  member  understand- 
ing, the  general  agricultural  conditions  of  a 
county  or  a  region  must  also  be  considered. 
The  differences  in  agriculture  and  farm 
practices  in  northern  Indiana  as  compared 
to  those  in  southern  Indiana  have  contributed, 
no  doubt,  in  various  ways  to  the  differences 
found  in  the  credit  union  programs  of  these 
two  areas. 

Southern  Indiana  is  characterized  by  a  roll- 
ing topography  and  soil  conditions  that  have 
contributed  to  the  development  of  a  relatively 


1  Pursell,  Arthur  H.  Rural  Credit  Unions  in  Indiana, 
Gen.  Rpt.  47.  Farmer  Cooperative  Service,  U.S.  Dept. 
of  Agr.  June  1958. 


diversified  agriculture.  In  contrast,  the 
topography  and  types  of  soil  in  northern 
counties  have  favored  the  production  of  grain 
and  other  cash  crops.  This  has  led  to  a  higher 
degree  of  commercialized  type  of  farming 
in  the  northern  parts  of  the  State  as  compared 
with  the  southern  counties. 

A  comparison  of  selected  features  of  the 
agriculture  in  14  southern  counties  that  have 
credit  unions  with  21  northern  counties  that 
have  credit  unions  is  shown  in  table  1. 

These  comparisons  cover  (1)  Number  of 
commercial  and  noncommercial  farms  per 
county,  (2)  size  of  farms,  (3)  value  of  farm- 
land and  buildings,  (4)  value  of  products  sold 
per  farm,  and  (5)  expenditures  for  selected 
farm  production  purchases. 


Table  1. --Comparisons  between  14  southern  and  21  northern  Indiana  counties  on  5  selected  agricultural  items 


Item 


Averages 


14  southern  counties        21  northern  counties 


South  as  percent 
of  north 


Number  of  farms  per  county 

Commercial 

766 

Other 

598 

Percent  commercial 

56 

Size  of  farms --acres 

138 

Value  of  land  and  buildings  per  farm 

$26,273 

Value  of  all  products  sold  per  farm 

5.514 

Selected  purchases  of  farm  products  per  farm 

Feed 

1,182 

Livestock 

968 

Petroleum 

373 

1,111 

460 

71 

138 

100 

•8,607 

54 

8,470 

66 

1,849 

64 

1,646 

59 

461 

81 

Source:    1959  Census  of  Agriculture. 


In  these  comparisons,  averages  for  the 
southern  group  of  counties  are  consistently 
below  averages  for  the  northern  group  with 
one  exception — acres  per  farm,  Southern 
counties  have  23  percent  more  noncommer- 
cial farms. 

Commercial  farms,  as  defined  in  the  1959 
Census  of  Agriculture,  include  all  farms  with 
sales  of  farm  products  amounting  to  $2,500 
or  more  per  farm  per  year,  and  some  under 
that  amount.  Noncommercial  or  other  farms 
include  farms  operated  part-time,  farms  with 
operators  over  65,  and  institutional  farms. 

While  size  of  farms  for  the  southern  and 
northern  groups  of  counties  are  substantially 
the  same,  in  terms  of  acres  the  value  of 
farmland  and  buildings  varied  greatly  in  the 
1959    census.    The    average   farm    in   the 


southern  group  was  valued  at  $26,300,  com- 
pared to  $48,600  for  northern  farms  (table  1). 
Southern  farms  ranged  from  a  county  average 
value  of  $15,000  to  $42,000,  and  northern 
farms  from  $29,600  to  $73,800. 

Value  of  products  sold  per  farm  for  the 
southern  group  was  65  percent  of  the  value  of 
products  sold  per  farm  in  the  northern  group. 
The  average  value  per  farm  for  the  southern 
group  was  $5,514,  ranging  from  a  low  of 
$2,813  per  farm  for  one  county  to  $7,934  for 
another.  The  average  per  farm  of  products 
sold  for  the  northern  group  was  $8,420,  with 
a  low  county  average  of  $4,760  per  farm  and 
a  high  of  $13,617. 

Expenditures  for  selected  farm  supplies 
purchased   per   farm   for  the  southern  group 


Figure  1.  Location  of  rural  credit  unions  in  Indiana,  January  1, 1960 
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of  counties  averaged  $2,523,  compared  to 
$3,956  for  the  northern  counties.  The  dif- 
ference between  products  sold  per  farm  for 
the  southern  group  and  cost  of  selected  pur- 
chases was  $2,991,  compared  to  $4,464  for 
the  northern  group. 

While  southern  Indiana  farmers  are  spend- 
ing substantially  the  same  percent  of  their 
farm   income  for   farm  supplies  as  those  in 


Northern  Indiana,  the  dollar  amount  of  such 
purchases  is  substantially  below  that  for  the 
northern  part  of  the  State.  For  example, 
farmers  in  northern  counties  paid  out 
$4,410,505  per  county  on  feed,  livestock,  and 
petroleum  purchases  compared  to  $2,415,255 
per  county  for  the  southern  group — a  differ- 
ence per  county  of  $1,995,250.  This  would 
indicate  a  greater  potential  credit  union  vol- 
ume in  northern  counties. 


Operating  Comparisons 


Development  of  rural  credit  unions  is  af- 
fected by  leadership  and  the  needs  of  rural 
people  they  serve.  These  may  and  do  vary 
from  one  area  to  another.  This  section  will 
give  attention  to  (1)  area  differences,  and 
(2)  growth,  status,  and  trends  of  rural  credit 
unions  in  southern  Indiana. 


Area  Differences 


Table  2  compares  southern  Indiana  credit 
unions  with  those  in  the  northern  part  of  the 
State  as  to  number  of  members,  member 
savings,  borrowers,  and  loans  outstanding  per 


member.  It  also  gives  statewide  averages  for 
all  rural  credit  unions  in  Indiana  for  com- 
parison purposes.  One  of  the  northern  groups 
exceeds  $3  million  in  assets;  another  exceeds 
$2  million,  and  two  others  exceed  $500,000 
each. 

These  differences  reflect  slower  growth 
generally  for  the  southern  rural  credit  unions. 
While  there  are  recognized  differences  in  the 
type  of  farming  and  also  in  the  size  and  value 
of  the  farms,  these  are  not  sufficient  reason 
for  the  differences  in  rural  credit  union  pro- 
grams, north  and  south.  Small  farmers  are 
likely  to  use  their  rural  credit  union  pro- 
portionately as  much,  or  even  more,  than 
larger   farmers,  since  it  is  frequently  more 


Table  2. --Regional  comparisons  of  average  number  of  members,  member  savings,  borrowers,  and  loans 
outstanding  in  rural  credit  unions  of  Indiana,  December  31,  1960 


Item 


Southern  Indiana 


Northern  Indiana 


Statewide 


Members  per  credit  union 
Shares  per  member 
Borrowers  per  credit  union 
Loans  outstanding  per  member 


Average  per  credit  union 


331 

733 

577 

$207 

$470 

$411 

57 

234 

165 

1,054 

$1,399 

$1,353 

difficult   for   them  to  secure  adequate  credit 
through  other  regular  lending  agencies. 

There  is  less  difference  in  the  size  of 
loans  per  borrower  than  for  other  items  of 
comparison  in  table  2.  In  the  northern  group, 
32  percent  of  the  members  borrow,  and, 
statewide,  29  percent  borrow  as  compared 
to  17  percent  for  the  southern  group. 

In  the  northern  group,  member  capital 
averaged  $470  a  member  and  $345,000  a 
credit  union.  Statewide,  member  capital 
averaged  $411  and  $237,060  a  credit  union 
compared  to  $207  a  member  and  $68,500  a 
credit    union    for   the   southern   group.    This 


indicates  that  credit  unions  in  the  southern 
counties  have  not  been  developed  as  inten- 
sively as  in  the  northern  counties. 

As  of  December  1960,  the  14  rural  credit 
unions  of  southern  Indiana  were  serving  4,600 
farmers.  This  is  approximately  1  in  5  of  the 
21,500  farmers  of  the  area  as  shown  in  table 
3.  This  ratio  of  members  to  potential  mem- 
bers is  below  that  of  the  northern  counties. 
The  percent  of  actual  credit  union  members 
to  the  number  of  farmers  in  each  southern 
county  with  rural  credit  unions  ranged  from 
11  percent  in  Tri-counties — Warrick,  Vander- 
burg,  and  Posey — to  66  percent  in  Martin 
County. 


Table  3. --Members  of  southern  Indiana  rural  credit  unions  in  proportion  to  number  of  farmers  per  county  as  of 

December  31.  1960 


County 


Number  of  members 


Farmers  per  county 


Percent  of  farmer  members 


Clark 

450 

Clay 

459 

Dearborn 

429 

Greene 

244 

Harrison 

364 

Jackson 

185 

Knox 

371 

Martin 

385 

Monroe 

165 

Owen 

190 

Spencer 

622 

Sullivan 

215 

Tri-counties  * 

327 

Vigo 

221 

Totals 

4,627 

1.415 
1.384 
1.450 
1.713 
2.218 
1.587 
1,572 
579 
1.154 
1,098 
1.431 
1,431 
3,091 
1,383 
21,506 


32 

33 
30 
14 
16 
12 
24 
66 
14 
17 
43 
15 
11 
16 
22 


iWarrick,  Vanderburg,  and  Posey. 
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Growth,  Status,  and  Trends 


Eleven  of  the  14  rural  credit  unions  in- 
cluded in  this  report  were  organized  during 
the  1930's;  two  in  the  1940's;  and  one  in  1955. 
All  are  sponsored  by  county  Farm  Bureau 
cooperatives.  As  of  December  31,  1960,  this 
group  of  14  had  a  total  of  4,627  members, 
$959,000  in  member  savings,  and  $849,000  in 
loans  outstanding  to  members. 

Table  4  shows  the  number  of  members 
and  number  of  borrowers  for  each  rural 
credit  union  with  growth  comparisons  between 
1960  and  1956.  The  range  in  members  was 
from  a  low  of  165  in  Monroe  county  in  1960 
to  a  high  of  622  in  Spencer  county.  The  num- 
ber of  borrowers  in  1960  ranged  from  5  in 
Vigo  county  to  123  in  Martin  county. 

While  membership  in  six  credit  unions 
declined  during  this  period,  the  group  as 
a  whole  showed  an  increase  from  4,319  to 
4,627,  or  7  percent.  During  the  same  period, 
the  number  of  borrowers  for  the  group  as  a 
whole  decreased  from  1,003  to  797  or  21  per- 
cent. 

Seventeen  percent  of  members  of  this  group 
of  rural  credit  unions  had  loans  outstanding 
as  of  December  31,  1960.  The  percentage  of 
members  borrowing  from  the  credit  union 
ranged  from  41  percent  in  Jackson  county 
to   4   percent   in   Owen  county  and  2  percent 


in  Vigo  county.  The  percent  of  members 
borrowing  in  the  southern  group  as  a  whole 
was  below  the  average  for  credit  unions 
generally. 


Table  5  shows  the  growth  in  member  sav- 
ings and  loan  volume  outstanding  for  the 
years  ending  1956  and  1960.  Member  savings 
increased  from  $945,643  to  $959,000,  or  a 
little  over  1  percent  during  this  period.  Eight 
credit  unions  had  increases  in  member  capi- 
tal, and  six  had  decreases.  The  average 
savings  per  credit  union,  as  of  December  31, 
1960,  were  $68,500,  and  the  average  savings 
per  member  were  $207. 

Despite  a  decrease  in  the  number  of  farm- 
ers borrowing,  the  volume  of  loans  outstand- 
ing for  these  14  southern  credit  unions  in- 
creased from  $820,165  in  1956  to  $840,313 
in  1960 — or  2  percent.  Eight  credit  unions 
showed  increases  in  loans  outstanding,  and 
six  showed  decreases.  The  average  per 
county  ranged  from  a  low  of  $l,600'in  Owen 
county  to  $156,000  in  Spencer  county. 

The  average  loan  volume  outstanding  per 
credit  union  as  of  December  31,  1960,  was 
$60,022.  The  average  loan  outstanding  per 
borrowing  member  was  $1,054.  The  percent 
of  member  savings  represented  by  loans 
outstanding  at  the  end  of  the  year  ranged 
from  109  percent  in  Dearborn  county  to  49 
percent  in  Vigo  county.  The  average  for  all 
14  southern  counties  was  88  percent. 


Methods  of  Mobilizing  Member  Capital 


Credit  unions,  unlike  most  other  lending 
institutions,  must  raise  most  or  all  of  their 
operating  capital  from  members.  While  pro- 
visions are  made  in  both  Federal  and  State 
credit  union  laws  for  borrowing  from  certain 
sources  and  also  for  discounting  eligible 
paper   on    agricultural   production- type  loans 


with  Federal  intermediate  credit  banks  of 
the  Farm  Credit  System,  most  credit  unions 
raise  their  capital  in  its  entirety  from  mem- 
bers. 

The    various    methods    of    raising   capital 
used    by   credit   unions   in    southern   Indiana, 


d 

o 
u 

u 


o 

CD 
CI 


«     £     W 

<->     *-•     Of 


3     ? 


co 
.3 

T3 

C 

3 

O 


d 


J3 


4) 


u  g 


o 

CO 


CD 
LO 
CD 


4) 

o  a)  53 


.-.    co 


M 


I  S  3 

u     Ji     4) 

S3  H-5 


CD 

LO 
05 


00 

CD 


CO 

3 

CO 

LO 

e- 

LO 

° 

CO 

CO 

LO 

OS 

co 

CD 

LO| 

CO 

CM 


O 


CD 


CO 

o 

C- 

pH 

CD 

CO 

as 

oo 

CO 

CM 

OS 

CM 

t— 

O 

CO 

CN 

lO 

OS 

co 

LO 

■tf 

o 

tr- 

t- 

c- 

o 

i-H 

CM 

t- 

00 

1—1 

CM 

CN 

CO 

o 

i-l 

CM 

LO 

ee 

LO 

I— 1 

CO 

OS 

OS 

CM 

LO 

CO 

O 

■* 

CO 

LO 

CD 

00 

OS 

CM 

I-l 

CO 

i-H 

CO 

O 

I-H 

CM 

o 

O 

CO 

i-l 

OS 

i— 1 

CM 

CO 

^f 

o 

LO 

00 

CM 

a 

CO 

i-H 

i-l 

i-H 

i-H 

<*• 

CO 

3 

CD 
O 
LO 

lO 

CO 
CD 

o 

OS 
00 

CO 
OS 

t- 

CM 
CM 
LO 

00 

CO 
OS 

CD 
CM 

LO 

LO 
CM 

CO 

C7S 
CO 

oo 

CM 

1-1 

o 

& 

CO 
OS 
OS 

tr- 
ee 
o 

LO 
CD 

i-l 

CO 
00 
LO 

I-l 

CM 

i-l 
6<* 

LO 
"<* 
i-H 

i-l 
00 

LO 

I-l 

CD 

•>* 

CO 
i-H 

3 

CD 
00 

c- 

00 

1—1 

5 

T-l 

00 

LO 

CD 
CM 

tr- 

O 
CM 
00 

00 

LO 

«9- 

LO 

CO 
CM 


CO 
00 


5  i-l 


CO 


00 

CO 

O 

CM 

CO 

o 

o 

LO 

f 

<* 

tr- 

CO 

CO 

i-H 

era 

LO 

OS 

CO 

CO 

CO 

o 

<J> 

T-l 

1-1 

tr- 

ee 

© 

CN 

OS 

o 

o 

CM 

i-H 

CM 

CT> 

^* 

CO 

as 

CO 

C- 

OS 

LO 

00 

i-H 

o 

1—1 

00 

tr- 

t- 

LO 

lO 

CM 

LO 

E- 

CN 

•*$ 

CM 

CM 

LO 

OS 

CO 

CD 

ee 

i-l 

CO 

■* 

LO 

i-H 

CO 

as 

CO 

LO 

I-l 
SB- 

i— 1 

r-t 

i—l 

OS 

00 
CO 
*«3- 


fN 

CO 

OS 

CM 

OS 

LO 

O 

CO 

CO 

<N 

t- 

as 

t- 

CM 

CO 

s? 

LO 

CO 

t- 

O 

CO 

LO 

CO 

o 

00 

CM 

00 

t- 

co 

i— 1 

s 

OS 

LO 

<N 

O 

OS 

LO 

co 

o 

•* 

CO 

LO 

CM 

CO 

•* 

LO 

CO 

(N 

Ol 

o> 

t— 

CO 

i-H 

CO 

c— 

CM 

CO 

3 

as 

"<* 

9 

c- 

i-H 

as 

c- 

CN 

CD 

i-H 

LO 

as 

CN 

CO 

CM 

i-H 

co 

i-H 

i-i 

I-H 

OS 

** 

XI 

C 

"I 


c 

3 

o 
U 


CO 

c- 

CD 

T-l 

CO 

LO 

as 

oo 

OS 

00 

CO 

CN 

CM 

CO 

CO 

co 

CO 

3 

CO 

LO 

CO 

3 

CO 

CO 

CO 

CO 

CO 

CO 

en 

a> 

as 

OS 

OS 

as 

as 

OS 

as 

OS 

as 

as 

u      u 


2 

U       Q 


u 

d 
co 
55 
j-, 

a 


c 

o 

d 

CO 

o 

Lj 

co 
o 

i-l 

.2 


a) 

o 

Li 

a 
o 
2 


d 

l-l 

d 

3 

(1) 

« 

o 

o 

> 

o 

d 

0) 

•i-i 

i-H 

1 

a 

a 

CO 

3 
CO 

H 

> 

<» 

n. 

w 

cfl 

i-l 

*-> 

0) 

o 

> 

H 

< 

CO 
+-I 

d 

8 

o 

o 


-o 

c 


£ 


oo 


0) 

-o 
c 

CTJ 

> 


classified  by  frequency  of  use,  were  as  fol- 
lows: 


Number 
Methods  used  most  frequently  using 

Investment  or  reinvestment  of  co-op 
credit  union  dividends  7 

"Accounts"  of  other  rural  organiza- 
tions 6 

Seasonal  deposits — such  as  a  load  of 
grain  at  harvest  time  or  a  steer  at 
sale  time  5 

Regular  investment  and  payroll  de- 
ductions for  employees  of  coopera- 
tives, credit  unions,  Farm  Bureau, 
and  other  organizations  4 

Milk  check  deductions  for  dairy 
farmers  4 

"Add-ons"  to  regular  loan  payments 
designated  for  deposit  to  members' 
share  accounts  4 


Indiana  credit  unions  may  be  interested  in 
additional  methods  used  elsewhere.  They  in- 
clude the  following: 

Fund  raising  drives — conducted  usually  on  an 
annual  basis. 

Special  savings  accounts  for  educational 
funds,  travel,  or  other  worthwhile  goals. 

Pie  or  cake  auctions — where  the  amount  of 
the  "bid"  goes  to  the  member's  share  ac- 
count. 

Accepting  lump  sum  deposits  from  members 
as  when  settling  estates. 

Additional  information  on  the  thrift  promo- 
tion program  of  different  credit  unions  in 
southern  Indiana  and  the  savings  patterns 
of  members  is  shown  in  table  6.  Savings 
ranged  from  a  low  of  $15  a  member  to  a 
high  of  $430  a  member.  The  average  savings 
for  this  group  were  $207  a  member.  The 
average  savings  for  all  Indiana  rural  credit 
unions  were  $411  a  member,  which  is  below 
the  national  average  for  credit  unions  gen- 
erally. 


Joint  or  multiple  accounts  by  mem- 
bers of  a  family 

Discussing  rural  credit  union  serv- 
ices at  township  meetings  held  by 
county    Farm    Bureau   Associations 

Distributing   coin    banks — especially 
for  use  by  children 

Providing  group  life  insurance  on 
member  savings  as  a  member  serv- 
ice (Life  Savings  Insurance  cover- 
age) 

Making  "estate  loans"  or  loans  cov- 
ered by  credit  life  insurance  for 
reinvestment  in  the  credit  union 


Credit  unions  were  geared  originally  to 
stress  their  lending  operations — hence  the 
name  credit  union.  They  were  thought  of  as 
unions  or  associations  for  credit.  Credit  was 
the  predominant  phase  of  all  credit  union 
activity  because  of  the  vast  need  for  the  type 
of  credit  they  were  created  to  provide.  The 
changes  of  time,  however,  have  changed  the 
primary  emphasis  of  credit  unions  from  a 
single  emphasis — that  of  lending,  to  a  mul- 
tiple emphasis — savings,  lending,  and  re- 
lated thrift  services. 

Experience  has  led  many  credit  unions  to 
put  primary  stress  on  mobilizing  member 
resources.  With  proper  resource  growth,  a 
credit  union  can  maintain  growth  in  all  of 
its    operations;    without   it,    the   program   is 


Table  6. --Savings  per  member  of  14  southern  Indiana  rural  credit  unions,  as  of  December  31,  1960 


County 


Number  of  members 


Total  member  savings 


Average  savings  per  member 


Clark 

450 

Clay 

459 

Dearborn 

429 

Greene 

244 

Harrison 

364 

Jackson 

185 

Knox 

371 

Martin 

385 

Monroe 

165 

Owen 

190 

Spencer 

622 

Sullivan 

215 

Tri-counties 

327 

Vigo 

221 

Total  or  average 

4,627 

$131,058 

168,296 

87,160 

17,232 

35,963 

45,400 

52,390 

115,915 

7,317 

2,774 

164,987 

92,503 

32,823 

5,191 

$959,009 


$291 

367 

203 

71 

99 

245 

141 

301 

44 

15 

265 

430 

100 

23 

$207 


limited  in  operating  funds  and  remains  small 
in  all  respects. 

Table  6  reflects  the  emphasis  southern 
Indiana  rural  credit  unions  have  put  on  thrift 
promotion — or  the  mobilizing  of  member  re- 
sources. Two  of  these  rural  credit  unions 
have  been  in  operation  continuously  since 
1932.  Jackson  county  was  the  last  to 
organize — in  1955. 

Table  7  provides  additional  information  on 
the  pattern  of  member  savings  by  showing 
the  average  estimated  savings  by  size  of 
account  for  two  rural  credit  unions  of  the 
southern    group    as    of   June    1961.    One   had 


average  savings  per  member  of  $99  and  one 
had  an  average  of  $276. 

In  credit  union  A,  87  percent  of  the  mem- 
bers held  only  11  percent  of  the  total  mem- 
ber savings — an  average  of  $12  each,  while 
3  percent  of  the  members  held  59  percent 
of  the  total  member  savings — an  average  of 
$1,786  per  member.  Had  each  member  of 
this  credit  union  saved  an  amount  equal  to 
the  average  of  the  highest  3  percent,  this 
credit  union  would  have  had  total  savings 
of  $600,000  instead  of  $36,000  reported. 

In  rural  credit  union  B,  79  percent  of  the 
members  held  only  3  percent  of  the  savings 
while    9   percent   held    78  percent.  This  is  a 
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Table  7. --Estimated  distribution  of  member  savings,  by  size  of  account,  for  two  of  southern  Indiana's  rural 

credit  unions,  as  of  June  1961 


Size  of  share  accounts 

Accounts 

Savings 

Number 

Percent  of  total 

Amount 

Average 

Percent  of  total 

Rural  credit  union  A 


Under  $  100 

317 

$  100  to  249 

21 

250  to  499 

4 

500  to  999 

10 

1,000  and  over 

12 

Total  or  average 

364 

Rural  credit  union  B 

Under  $100 
$100  to  249 
250  to  499 
500  to  999 
1,000  and  over 
Total  or  average 


167 
6 

11 

8 

19 

211 


87 

$3,827 

$12 

11 

6 

3,170 

151 

9 

1 

1,269 

317 

3 

3 

6,502 

650 

18 

3 

21,432 

1.786 

59 

100 

$36,200 

$99 

100 

79 
3 
5 
4 

_9_ 
100 


$1,988 

$12 

816 

136 

4.076 

371 

5,790 

724 

45,598 

2,400 

$58,268 


$276 


3 
2 

7 

10 

78 

100 


pattern  found  in  many  rural  credit  unions.  It 
emphasizes  the  need  for  education  programs 
that  stress  the  importance  of  saving  sys- 
tematically and  continuously.  Some  members 
are  inclined  to  save  the  bare  minimum  per- 
missible in  order  to  retain  eligibility  for 
borrowing. 

Indiana  rural  credit  unions,  statewide,  had 
an  average  of  $237,058  in  member  savings 
as  of  December  31,  1960.  The  southern  group 
had  an  average  of  $68,501  each.  These  lower 
averages  for  the  southern  group  suggest 
the  need  for  greater  emphasis  on  educational 
activities.  Southern  credit  unions  have  not 
carried  on  educational  and  member  relations 


programs  as  intensively  as  some  of  the 
northern  credit  unions  and  not  nearly  as 
extensively  as  rural  credit  unions  in  other 
midwestern  States  have.  x 

Limited  member  relations  activities  have 
been  compensated  for,  in  part,  by  the  credit 
unions'  close  affiliation  with  sponsoring  coop- 
eratives. A  certain  amount  of  member  loyalty 
to  the  cooperative  is  carried  over  to  the 
cooperative-sponsored  credit  unions.  Some 
members    think   of   the   credit   union  and  the 


2  Pursell,  Arthur  H.  Rural  Credit  Unions  in  Nine 
Midwestern  and  Great  Plains  States,  Gen.  Rpt.  94, 
Farmer  Cooperative  Service,  U.S.  Dept.  of  Agr. 
August  1961. 
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cooperative   as   being   one   and   the  same 
organization. 

While  this  carryover  loyalty  has  worked 
to  the  advantage  of  the  credit  union  program, 
generally,  it  is  not  adequate  to  provide  the 
type  of  member  relations  and  management 
leadership  necessary  to  develop  it  properly. 
Member  education  and  member  relations  ac- 
tivities are  an  essential  part  of  all  good 
rural  credit  union  programs.  Member  under- 
standing is  a  vital  key  to  their  success. 

One  of  the  incentives  to  invest  in  local 
credit  unions  is  the  payment  of  dividends  on 


member  savings  as  they  are  earned,  usually 
on  an  annual  basis.  Table  8  provides  a  10- 
year  record  of  dividends  paid  by  six  of  the 
southern  rural  credit  unions  and  a  5-year 
record  for  another. 

Since  January  1,  1951,  this  group  of  seven 
rural  credit  unions  paid  out  $196,349,  or  an 
average  of  $3,021  each,  through  1960.  The 
rate  of  interest  of  dividends  ranged 
from  2-1/2  to  4  percent  a  year.  While 
payment  of  a  dividend  is  desired,  divi- 
dends to  the  exclusion  of  appropriate  mem- 
ber services  may  retard  the  program  in  the 
long  run. 


Table  8. --Dividends  paid  by  seven  southern  Indiana  rural  credit  unions  for  years  1951  through  1960 


Year 

Dividends  paid  by  each  credit  union 

Clark 

Clay 

Dearborn 

Harrison 

Jackson 1 

Martin 

Spencer 

1960 

$4,803 

$6,236 

$3,412 

$1,234 

$1,480 

$3,557 

$4,729 

1959 

4,335 

5.216 

2,640 

1,313 

995 

2,963 

4,953 

1958 

4,346 

4.529 

2,292 

1.293 

840 

2,932 

4,821 

1957 

4,208 

4,001 

2,299 

1.253 

419 

2.905 

4,935 

1956 

4,321 

8.939 

2,233 

1,412 

138 

2.612 

4,110 

1955 

3,878 

5.935 

1.786 

1,489 

-- 

2.129 

3,993 

1954 

3,824 

5.994 

1,603 

1,905 

-- 

1,730 

4,188 

1953 

3,680 

4,930 

1.348 

1,769 

-- 

1,178 

3.816 

1952 

3,313 

3,939 

1,214 

1,629 

-- 

926 

3,657 

1951 

2.911 

4.755 

878 

1,585 

-- 

638 

3.025 

Total 

39,619 

54,474 

19,705 

14,882 

3,872 

21,570 

42,227 

Annual  average 

3.962 

5,447 

1,970 

1.488 

774 

2.157 

4,223 

Grand  total  $  19 

6,349 

Annual  average 

per  rural  cred 

it  union  $  3 , 

021 

1  Organized  April  1955. 
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Lending  Operations 


Making  loans  is  one  of  the  major  functions 
of  a  credit  union.  Loans  are  made  to  mem- 
bers only  and  are  subject  to  limitations  set 
forth  in  the  credit  union  bylaws,  board  poli- 
cies, and  judgment  decisions  of  credit  com- 
mittee members. 

In  general,  credit  unions  may  make  loans 
to  members  to  cover  personal  and  business 
needs,  provided  they  are  of  good  moral  char- 
acter, have  a  satisfactory  record  of  debt 
repayment,  and  can  provide  such  security 
as  the  credit  union  may  require.  Credit  union 


loans   cover   a  wide  range  of  member  needs 
as  shown  later  in  this  report. 


Extent  of  Loans 


The  14  rural  credit  unions  of  southern 
Indiana  had  797  loans  outstanding  as  of 
December  31,  1960,  amounting  to  over 
three-quarters  of  a  million  dollars.  A  county- 
by-county  listing  is  shown  in  table  9.  Loans 


Table  9.--Average  loan  outstanding  per  borrowing  member  for  southern  Indiana  rural  credit  unions,  as  of 

December  31,  1960 


County 

Number  of  borrowers 

Total  loan  volume  outstanding 

Average  loan  outstanding  per 
borrowing  member 

Clark 

104 

$  134,256 

$  1,291 

Clay 

71 

113.690 

1,601 

Dearborn 

83 

95,037 

1,145 

Greene 

25 

16,151 

646 

Harrison 

41 

28,246 

689 

Jackson 

76 

39,503 

520 

Knox 

36 

42,379 

1,177 

Martin 

123 

101,578 

826 

Monroe 

21 

6,173 

294 

Owen 

8 

1,602 

200 

Spencer 

118 

156,919 

1.330 

Sullivan 

69 

80,922 

1,173 

Tri -counties 

17 

21.277 

1,252 

Vigo 

5 

2,580 

516 

Total  or  average 

797 

840,313 

1,054 

13 


ranged  from  a  low  of  $200  to  a  high  of 
$1,600.  The  average  loan  outstanding 
was  $1,054  and  was  higher  at  the  date  of 
origin. 

These  credit  unions  had  $120,000  in  mem- 
ber savings  invested  in  other  than  loans  to 
members,  and,  in  addition,  had  reserve  funds 
that  could  have  been  used  for  loans,  if  mem- 
bers had  needed  them.  Because  of  these  re- 
serves, this  group  of  rural  credit  unions 
could  have  over  $1  million  in  loans  outstand- 
ing, if  members  should  make  application  for 
them. 


How  Loans  Are  Made 


While  most  loans  are  still  handled  on  an 
individual  application  basis  (as  approved  by 
a  credit  committee),  two  southern  Indiana 
rural  credit  unions  make  line-of-credit  or 
budget  loans.  Under  either  of  these  plans,  a 
loan  is  approved  for  a  year  or  season,  per- 
mitting funds  to  be  drawn  as  needed  and  re- 
paid at  different  intervals  during  the  year. 
Interest  is  paid  only  on  the  amount  of  money 
used  and  for  the  actual  time  it  is  used.  Loans 
are  made  for  a  specific  period  of  time  at  a 
specified  rate  of  interest.  Small  loans  may 
be  made  on  the  signature  of  the  borrowing 
member;  however,  most  of  the  larger  loans 
are  secured  by  some  type  of  mortgageable 
collateral. 


Purpose  of  Loans 


A  breakdown  of  loans  made  by  six  of  the 
southern  Indiana  rural  credit  unions  is  shown 
in  table  10.  This  distribution  is  typical  of 
most  lending  programs  of  rural  credit  unions 
in  Indiana  and  those  in  other  mid-western 
States. 

Table  10  also  shows  the  distribution  of 
loans  by  purpose  for  six  rural  credit  unions 
of  southern  Indiana  as  of  May  31,  1961. 
Thirty-six  percent  of  all  loans,  or  $215,000, 
were  made  to  finance  the  purchase  of  farm 
supplies — mostly  at  the  cooperative.  Twenty- 
one  percent,  or  $128,700,  was  loaned  to 
purchase  farm  machinery,  trucks,  or  other 
equipment;  5  percent  was  used  for  livestock 
and  poultry;  and  18  percent,  for  real  estate. 

Rural  credit  unions  usually  do  not  encour- 
age long-term  loans;  however,  when  a  credit 
union  has  surplus  funds  and  farmer  members 
want  to  borrow,  it  will  make  such  loans. 

These  six  rural  credit  unions  made  18 
percent  of  their  loans  for  consumer  pur- 
poses such  as  home  repairs,  applicances, 
transportation,  medical,  and  educational.  A 
few  made  loans  to  sponsoring  cooperatives. 

The  lending  program  of  a  rural  credit  union 
is  generally  well  diversified.  It  may  be  as 
broad  in  scope  as  the  needs  of  its  members. 
Local  control  permits  lending  programs  to  be 
kept  adapted  to  member  needs  at  all  times. 


Relationship  to  Sponsoring  Cooperatives 


All  rural  credit  unions  of  southern  Indiana 
are  closely  affiliated  with  their  sponsoring 
cooperatives.  They  are  located  on  the  coop- 
erative's premises,  usually  have  some  of  the 
same  officers;  serve  all,  or  a  number  of,  the 
same   farmers;  give  and  receive  assistance; 


and   otherwise   work   closely   with   the  coop- 
erative. 

Cooperative  and  credit  union  officials  inter- 
viewed in  this  study  reported  that  rural  credit 
unions  had  helped  to  increase  the  cooperatives* 
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Table  10. --Distribution  of  outstanding  loans  by  purpose  for  six  southern  Indiana  rural  credit  unions,  as  of 

May  1961 


Purpose  of  loan 


Outstanding  loans 


Amount 


Percent 


Average  per  credit  union 


Number  of  credit  unions 
making  type  of  loan  1 


Farm  supplies 


Petroleum 

Feed,  seed,  fertilizer 

Hardware  and  building  supplies 

Other 

$,26,496 

142,637 

40,548 

5,370 

4 

24 

7 

1 

Subtotal 

$215,051 

36 

Farm  machinery 

Trucks 

Tractors 

Other  farm  machinery 

53.727 
25.217 

49.759 

9 
4 
8 

Subtotal 

$  128,703 

21 

Livestock  and  poultry 

28,219 

5 

Subtotal 

$28,219 

5 

Real  estate 

110,915 

18 

Subtotal 

$110,915 

18 

Personal 

Home  repairs 

Appliances 

Automobiles 

Medical 

Educational 

Other 

18,208 
17,092 
53.325 
2.944 
2,651 
13.361 

3 
3 
9 
(2) 
(2) 
2 

Subtotal 

$107,581 

18 

Loans  to  sponsoring  cooperatives 

14,901 

2 

Subtotal 

$14,901 

2 

Total 

$605,370 

100 

$5,299 

23,773 

6,758 

1,343 


8,955 
5,043 
8,293 


7.055 


22,183 


6,069 
2.849 
8.888 
981 
1,326 
2,227 


7,451 


xNot  all  credit  unions  made  all  types  of  loans. 
2  Less  than  1  percent. 
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membership,  save  on  interest  costs  (by  re- 
ducing the  amount  of  capital  borrowed  to  re- 
place inventory  sold  on  accounts  receivable), 
increase  volume,  and  otherwise  strengthen 
operations. 

Four  out  of  seven  of  the  rural  credit  union 
treasurers  interviewed  indicated  that  farm- 
ers were  willing  to  use  credit  union  credit 
instead  of  open  account  credit  provided  by 
cooperatives  when  the  matter  was  discussed 
with  them. 

One  treasurer  reported  that  an  account  of 
long  standing  was  cleared  up  shortly  after 
the  cooperative  turned  it  over  to  him.  Another 
treasurer  reported  complete  satisfaction  with 
farmers'  accounts  handled  by  the  credit  union 
on  a  line-of-credit  basis.  In  each  instance, 
the  problem  was  handled  satisfactorily  by  the 
rural  credit  union. 

Farmers  generally  are  willing  to  arrange 
for    production    financing    on    an    annual   or 


seasonal  basis,  as  provided  for  in  a  line-of- 
credit  or  budget  loan.  Our  study  of  rural 
credit  unions  in  Kansas  indicated  that  many 
there  used  these  methods  extensively.  Two 
rural  credit  unions  in  southern  Indiana  are 
beginning  the  practice.  This  method  of  fi- 
nancing helps  farmers  keep  farming  opera- 
tions on  a  much  sounder  financial  basis. 

Southern  Indiana  rural  credit  unions  have 
substantial  investments  other  than  loans  to 
members.  This  capital  could  readily  be  used 
to  reduce  accounts  receivable  and  additional 
funds  could  be  raised  for  this  purpose,  if 
needed. 

The  working  relationship  of  these  rural 
credit  unions  to  their  sponsoring  cooperative 
is  close.  However,  with  more  effective  edu- 
cational programs  for  members  and  further 
use  of  the  credit  unions  to  reduce  open  ac- 
count credit  at  the  cooperative,  this  rela- 
tionship could  become  more  beneficial  to 
both. 


Suggestions  for  Improving  Service  to  Members 


The  study  shows  that  credit  union  develop- 
ment in  southern  Indiana  has  been  some- 
what slower  than  in  the  northern  counties  of 
that  State.  This  may  be  due  in  part  to  dif- 
ferences in  types  of  agriculture,  methods  of 
farming,  expenditures  for  farm  supplies  and 
the  like.  The  principle  difference,  however, 
seems  to  be  in  the  extent  to  which  local 
leadership  encouraged  credit  unions  in  each 
of  these  two  areas. 

The  rural  credit  unions  in  southern  Indiana 
can  improve  their  services  and  their  pro- 
gram by  enlarging  and  strengthening  their 
present  educational  programs. 

A  five- step  program  is  suggested.  While 
these  suggestions  were  developed  with  the 
southern  Indiana  credit  unions  in  mind,  they 


will  be  equally  applicable  to  rural  credit 
unions  in  other  areas.  Moreover,  they  serve 
to  identify  things  that  seem  to  be  particularly 
important  to  rural  credit  unions  as  they  seek 
to  improve  services  to  members. 

Step  1.  Re- evaluate  Credit  Union  Objec- 
tives.—  With  the  passage  of  time,  the  original 
objectives  of  a  credit  union  may  become 
blurred  or  forgotten,  or  the  needs  of  mem- 
bers may  change  to  such  an  extent  that  origi- 
nal objectives  are  no  longer  adequate. 

Therefore,  an  annual,  or  periodic,  review 
and  re-evaluation  of  credit  union  objectives 
is  desirable  for  the  purpose  of  defining, 
establishing,  and  improving  objectives  that 
realistically  reflect  the  credit  needs  of  mem- 
bers. 
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If  the  credit  union  is  affiliated  with  a  coop- 
erative, as  most  of  them  in  Indiana  are,  di- 
rectors and  managers  of  the  sponsoring  coop- 
erative should  be  invited  to  participate  and 
assist  credit  union  directors  and  committee- 
men in  such  a  review.  This  is  desirable  be- 
cause of  the  close  working  relationship 
between  the  two  types  of  organizations. 

Step  2.  Review  Operating  Performance. — 
Emphasis  should  be  placed  on  achieving  the 
maximum  efficiency  in  operations  at  all 
times.  It  is  the  duty  of  management  to  keep 
the  board  of  directors  fully  informed  as  to 
progress  the  credit  union  is  making;  to  re- 
view with  the  board,  from  time-to-time,  fi- 
nancial statements  and  operating  practices; 
and  to  make  recommendations  for  improve- 
ments where  needed.  The  board  will  want  to 
be  kept  informed  as  to  progress,  or  lack  of 
it,  that  the  credit  union  is  making. 

Most  credit  unions  in  southern  Indiana  are 
operating  with  part-time  managers.  Some, 
however,  are  ready  for  full-time  managers 
and  should  make  plans  for  full-time  manage- 
ment as  soon  as  possible.  Credit  union  offi- 
cials who  believe  that  they  are  unable  to 
use  a  full-time  manager  now  should  arrange 
with  the  sponsoring  cooperative  or  a  nearby 
credit  union  to  share  a  fieldman's  time. 

This  additional  service  would  be  an  added 
expense  but  from  a  long-range  point  of  view, 
it  could  be  an  investment  in  the  program. 
Accelerated  management  activities  could  be 
directed  toward  securing  new  members,  addi- 
tional member  savings,  new  loans,  and  ex- 
panded services. 

Step  3.  Place  Greater  Emphasis  on  Train- 
ing for  Directors,  Committeemen,  and  Em- 
ployees.— Training  programs  for  officers, 
directors,    and    committeemen  such  as  those 


sponsored  by  the  Cooperative  Financial  Asso- 
ciation at  Wabash  and  Bloomington  in  1961 
are  useful.  These  should  be  continued,  and  if 
possible  extended,  to  reach  those  credit 
unions  that  need  them  most  but  frequently  do 
not  participate.  Training  programs  may  have 
to  be  held  more  frequently,  and  occasionally 
in  the  home  county  of  certain  credit  unions, 
to  encourage  their  participation. 

Step  4.  Further  Develop  Member  Educa- 
tion and  Information  Programs. — Education 
and  information  emphasis  should  be  made  a 
vital  part  of  all  credit  union  programs.  Annual 
meetings,  news  stories,  and  annual  reports 
can  be  used  for  this  purpose.  Indiana  rural 
credit  unions  have  in  The  Farm  News  pub- 
lished by  the  various  county  Farm  Bureaus 
a  unique  medium  for  reaching  farm  families 
throughout  the  State.  Its  use  should  be  ex- 
plored by  all  credit  unions.  This  medium 
could  be  used  regularly  throughout  the  year. 

Another  opportunity  for  member  education 
is  being  overlooked  by  those  credit  unions 
that  do  not  work  with  their  rural  youth.  Rural 
youth  programs  can  be  of  great  help  for  those 
rural  credit  unions  looking  to  the  future. 

Step  5.  Plan  Programs  for  Better  Serv- 
ice.—  Rural  credit  unions  in  southern  Indiana 
would  benefit  by  broadening  their  operations. 

Annual  goals  for  new  members,  new  mem- 
ber capital,  and  new  member  services  could 
be  prepared  and  announced  to  members. 
These  activities  are  the  primary  responsi- 
bility of  the  local  educational  committeemen, 
but  this  committee  needs  the  support  and 
cooperation  of  the  directors.  More  educational 
information  might  be  given  on  the  credit 
union  program  in  The  Farm  News,  and  spe- 
cial credit  union  literature  sent  to  the  homes 
of  members  through  special  mailings. 
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How  Cooperatives  Use  Credit  Agencies  To  Meet  Patron's 
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Washington  25,  D.  C. 


